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Dr. Hazell Reed

Chair

USDA Advisory Committee on
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1200 North Dupont Highway

Dover, Delaware 19901-2277

Dear Dr. Reed:

Thank you for your letter of May 31, 2000, to Secretary Glickman on behalf of the Advisory
Committee on Beginning Farmers and Ranchers (Committee). We were pleased to receive the
Committee’s additional recommendations and are glad to report on our progress in addressing
the Committee’s earlier motions. I apologize for the delay in responding.

I will address the Committee’s recommendations in the order they appeared in your letter.
(1) Adequate funding for Farm Service Agency (FSA) loans.

In recognition of the continuing demand for credit, a total of more than $4.7 billion is available
for FSA’s farm loans programs in fiscal year (FY) 2001. This level of funding exceeds the
amount obligated for loans in the last several years, including FY 2000. However, a shortfall of
direct farm ownership (FO) loan funds may occur in FY 2001. If necessary, we will consider
using any available transfer authorities to supplement direct FO funding.

(2) The Department of Agriculture (USDA) should champion changes in the law
concerning State “Aggie Bond” programs in the pending tax legislation.

The Committee specifically encouraged Secretary Glickman'’s support of H.R. 1810 and S. 1038, .
which would exempt Aggie Bonds from State volume caps on Industrial Revenue Bonds. Your
earlier letter also encouraged changing the Federal tax law to allow FSA guarantees on Aggie
Bonds.

While the Secretary generally supports these bills and the Committee’s recommendations,
['should point out that the requested changes are not within the authority of the Secretary of
Agriculture, but rather fall under the Department of the Treasury’s jurisdiction. The Department
of the Treasury is generally opposed to expansion or exemptions of volume caps and did not look
favorably on the pending legislation.
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helped through this program. In followup to the testimony, the ERS Administrator shared with
the Subcommittee chairmen the Secretary’s responses to your initial six recommendations,
commenting specifically on H.R. 1810 and S. 1038.

(3)  USDA should conduct a comprehensive assessment of FSA’s beginning farmer and
rancher programs. . :




(4)  USDA should become more involved in Promoting Federal-State beginning farmer
and rancher partnerships.

Concerning the Committee’s other recommendation on this issue, USDA is willing to work with
the Committee to develop future legislative proposals to make the Federal-State partnership more
attractive to States.

(5) USDA should assure that adequate trained staff is available in FY 2000 in FSA
offices where heavy demand for loans is expected.

You specifically fecommended that Secretary Glickman €ncourage cross-training of FSA
employees at the county level, hire additiona] qualified loan officers, and be prepared to replace
personnel in the future. We agree that there is a need for Cross-training of FSA county office

training has varied tremendously from office to office because of the differences in employee
skill levels and other program priorities. Further, Cross-training efforts are often hindered by the
number of ad hoc programs FSA is required to implement each year, However, Cross-training of
FSA employees remains a priority when it is necessary to meet the needs of local customers,

look at detailing experienced employees to areas where loan demand is heavv and hiring
additional personnel as the budget allows.




Further, the Clinton Administration is very concerned about the substantial number of Federal
employees that are eligible for retirement in the next several years. As you noted, this includes
approximately 30 percent of FSA farm loan employees. President Clinton recently directed all

(6) USDA should continue to support full funding of the Small Farmer Outreach,
Training and Technical Assistance (section 2501) Program.

- The Committee specifically recommended that Secretary Glickman support full funding by
endorsing a recommendation of the National Commission on Small Farms (Commission) report
regarding increased funding for this program.

Secretary Glickman has supported full funding for the section 2501 program during his tenure as
Secretary of Agriculture. Because it is an election year, the Secretary will not formally submit
budget initiatives to OMB for FY 2002. However, USDA will look for opportunities to discuss
and recommend to incoming Administration officials that they support the increased funding
requested by the Commission report.

USDA is not aware of any specific impediments within FCA that would prevent financing to
minorities or beginning farmers. If you could provide more specific examples or information,
USDA would be pleased to look into the matter and respond further. a

In the interim. it may interest you to know that FCA held its annual symposium during

May 24-26, 2000, in Washington, D.C. The agenda included two programs (Seeking out Young,
Beginning, Small and Minority Farmers and Ensuring Borrower Rights) which focused on
reaching out to beginning farmers and ideas for improving minority participat.on. '

In the past few years, USDA has worked closely with the Farm Credit System on beginning and
minority farmer issues. On July 13.2000. FSA representatives met with officials of the Farm
Credit Council (FCC, the. industry trade representatives for the Farm Credit System), to discuss
available programs and ideas for creating additional opportunities for these producers. The
Council agreed to send a representative from the Farm Credit System to the next meeting of your
Committee. Also, FCC plans to conduct a comprehensive study on young and beginning farmers
nationwide beginning in January 2001:
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() Term Limits.
The Committee recommended developing a legislative proposal increasing the term limits for

direct Operating loans from 7 to 10 vears and eliminating disaster years from the calculation of
the 10-year and 15-year limits for direct and guaranteed loans, respectively.

2000 Act.

(8) Interest Assistance (IA).

(9) Borrower Training,

The Committee recommended FSA “undertake a comprehensive review of théborrower training
program” and look at ways of improving it.

USDA appreciates the Committee s suggestion and recognizes that, in some areas, the borrower
training program may not be very successtul. Some changes to the program are currently

-

underway that may be of interest to the Committee. Under existing regulations. FSA cannot

applicants to complete training when ( [) the proposed loan is to finance a new enterprise tor which
the applicant has not had production training. or when (2) an assessment of the borrower’s
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Operation indicates that additional production or financial management training is needed. FSA

anticipates that this change will improve a farmer’s chance for success by ensuring that the
producer has some of the necessary skills to better manage the operation.

performance within resource constraints. Carolyn Cooksie, FSA's Deputy Administrator for Farm
Loan Programs, assured the Secretary that, when time allows, her staff will take a more
comprehensive look at borrower training issues and will research other “effective” training models _
to determine if certain elements can be adapted to improve the existing borrower training program. -

(10) Downpayment Farm Ownership Loan Program.

The Committee recommendeqd that USDA consider a legislative proposal to lengthen the
repayment period for the FSA-financed portion of loans made under the Downpayment Farm
Ownership Loan Program.

The downpayment program was established in FY 1994. After the number of loans peaked in
FY 1995, there has been a sharp decline in demand for this program. With the current economic
trends in farming, many FSA applicants are unable to provide the required 10 percent
downpayment or to show repayment on the FSA-financed portion. Your recommendation could
therefore provide a means for increasing participation in the program. FSA will consider a
legislative proposal to lengthen the term, taking into consideration the increased subsidy cost to

the Government.

(11) Crop Insurance.

During the 1995 through 1998 Crop vears, the Risk Management Agency (RMA) conducted a
pilot program of assigned vields for new producers, as required by the Federal Crop Insurance
Actof 1994. The legislation required that the pilot provide new producers without vield histories
a yield guarantee for multiple-peril crop insurance that was greater than the guarantee that other
farmers without established vield histories would receive. One rationale for the pilot program




{n the MOSt recent competition held in 2000, eligible schools could receive up to $20,000 for an
individual project and $30,000 for joint projects with cooperating schools. One of the targeted

grant program also promotes linkages within and among various public secondary schools;
public secondary schools and 2-vear postsecondary institutions: or public secondary schools and
baccalaureate or higher degree granting institutions.
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Also, the 2000 Act mandates USDA, acting through CSREES, to establish a program under
which competitive grants are made to public and private entities (including land grant colleges,
cooperative extension services, and colleges or universities) to educate agricultural producers
about risk management activities. Funds totaling $5 million will be available for grants under
this program in FY 2001.

The 2000 Act also stipulates that RMA may enter into partnerships with CSREES, the

National Oceanic and Atmospheric Administration, and other entities to provide producers with
training and informational opportunities so they will be better able to use financial management,
crop insurance, marketing contracts, and other risk management tools. RMA may use up to

$20 million per year for this purpose in FY’s 2001 through 2003.

Section 133 of the 2000 Act further requires RMA to establish a program under which crop
insurance education and information is provided to producers in States, as determined: by the
Secretary, where there is a low level of crop insurance participation and availability and where
Producers are underserved by the Federal crop insurance program. The 2000 Act provides for
$5 million to be used for this purpose in FY 2001.

Again, thank you for the hard work and careful thought you and the Committee put forth in
formulating these recommendations. Although a number of challenges lie ahead, we are
confident that with the Committee’s help USDA can make significant progress in improving our
programs for new farm operators, as well as encouraging more people to enter the industry.

Sincerely,

A Sc acher, Jr.
er Secretary for Farm and -
Foreign Agricultural Services




